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1. ITT INDONESIAN COUNTRY MANAGER OHLENSCHLAGER AND 
ITT SOUTHEAST ASIA AREA MANAGER LECKRON MET WITH 
COMMERCIAL COUNSELOR JANUARY 2 TO REVIEW CURRENT 
STATUS INDONESIAN DOMESTIC SATELLITE PROJECT AND 
COMMUNICATIONS SWITCHING. THEY CONFIRMED THAT 
HUGHES AIRCRAFT WOULD, IN ADDITION PROVIDING 
TWO SATELLITES (ONE STANDBY), INSTALL NINE 
GROUND STATIONS PLUS TRACKING STATION AND THAT 
REMAINING 16 GROUND STATIONS WOULD BE DIVIDED 
BETWEEN PHILCO-FORD AND ITT. THEY SAID THAT PRICE 
ESCALATION EROM $91 MILLION AS SUBMITTED TO EXIM 
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EXIM AND THAT EXIM HAD GIVEN APPROVAL IN PRINCIPLE 

TO THIS INCREASE AND WOULD INCREASE ITS DIRECT 

LENDING TO SUPPORT NEW COST. ITT REPS SAID THAT 

THEY HAD BEEN INEORMED FINAL EXIM BOARD ACTION 

SCHEDULED EOR JANUARY 15 AND THAT ECONOMIC COMMITTEE 

OE GOI CABINET WOULD MEET JANUARY 14 TO GIVE EINAL APPROVAL 

PROPOSALS SUBMITTED BY ABOVE THREE FIRMS FOR GROUND STATIONS. 

2. ITT REPS SAID THAT WASHINGTON D.C. EIRM TELE- 
CONSULT, INC. HAD SIGNED CONSULTANCY CONTRACT WITH 
PERUMTEL (GOI TELECOMMUNICATIONS AGENCY). ITT 
REPS EXPRESSED SOME CONCERN ABOUT INTERLACE 
BETWEEN SPACE SEGMENTS AND GROUND STATIONS BECAUSE 
PERUMTEL HAD NOT INSISTED THAT CONTRACT PROPOSALS 
INCLUDE GUARANTEE FOR THIS FACTOR. THEY SAID HOW- 
EVER, THAT PERUMTEL INSISTED CONTRACTS GUARANTEE 
INTERLACE BETWEEN GROUND STATIONS AND SWITCHING 
EOR TELECOMMUNICATIONS. THEY ASSUMED THAT PERUMTEL 
CONSULTANT WOULD NOTE THIS GAP AND ASSURE EFEECTIVE 
GUARANTEE OE WORKING INTERLACE BETWEEN SPACE 
PORTION AND GROUND STATIONS. 

3. ITT REPS REPORTED THAT SWITCHING HAD NOW BEEN 
REDUCED TO CONSIDERATION OE PROPOSALS BY PHILIPS 
OP NETHERLANDS, SIEMENS OP GERMANY AND ITT'S 
WHOLLY OWNED BELGIAN SUBSIDIARY, BELGIAN 
TELEPHONE MANUFACTURING (BTM). THEY INSISTED 
THAT ITT'S SYSTEM IS MOST ADVANCED AND PROVEN 
SWITCHING SYSTEM EXTANT ADDING THAT WHILE PHILIPS 
HAD SOME ADVANCED EQUIPMENT THEY COULD NOT 
REALLY PROVIDE PROVEN ADVANCED SWITCHING SYSTEM 
AND VONFIRMED REPORTS RECEIVED BY EMASSY THAT 
SIEMENS SYSTEM, WHICH IS CURRENTLY IN USE BY 
PERUMTEL, MOST BACKWARD KNOWN. ITT REPS REPORTED 
THAT KEY PACTOR IN AWARDING SWITCHING CONTRACTS 
WILL BE FINANCING AND THAT BTM PROPOSAL INCLUDES 
USE OP $3 MILLION IN BELGIAN GOVERNMENT FINANCING 
ON VERY CONCESSIONAL TERMS WHICH WILL BRING 
OVERALL INTEREST RATE TO ABOUT 10.25 PERCENT PER 
ANNUM. THEY REPORTED THAT BOTH PHILIPS AND 
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SIEMENS PROPOSALS INCLUDE GOVERNMENT PINANCING 
AGENCIES PUNDING. SIEMENS PROPOSAL IS DIFPERENT 
PROM THAT WHICH IT ORIGINALLY SUBMITTED, TERMS 
OP WHICH WERE UNACCEPTABLE TO GOI DEPARTMENT 
OP PINANCE. ITT (BTM) PROPOSAL ON SWITHCING 
IS ONLY ONE, ACCORDING TO REPS, WHICH INCLUDES 
OPFER OP MANUPACTURING PACILITY IN INDONESIA. 


Margaret P. Grafeid Deciassified/Reieased US Department of State EO Systematic Review 05 JUL 2006 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 05 JUL 2006 


4. CABLES FOR ENTIRE SYSTEM APPARENTLY BEING 
LIMITED TO THOSE SUPPLIERS WHO HAVE MANU- 
FACTURING FACILITIES IN INDONESIA WHICH LIMITS 
BIDDERS TO BRITISH, DUTCH AND FRENCH. 

5. ACCORDING TO ITT REPS TELEVISION PORTIO OF 
ENTIRE JOMESTIC SATELLITE SYSTEM NOW RPT NOW BEING 
PUT ASIDE TEMPORARILY AS RESLUT GOI RECOGNITION 
THAT TECHNICAL AND ECONOMIC CONSIDERATIONS FOR 
NATIONWIDE TV SYSTEM EXTREMELY COSTLY AND THAT 
SOFTWARE ASPECTS COSTLY AND REQUIRE VAST TRAINING 
PROGRAM TO PRODUCE SOFTWARE AND TRAINPERSONNEL 
IN ITS PRODUCTION AND USE. 

6. EMBASSY WOULD APPRECIATE BEING KEPT CLOSELY 
INFORMED ABOUT WASHINGTON DEVELOPMENTS AND 
ESPECIALLY STATUS EXIM CONSIDERATION. ITT 

REPS REQUESTED THAT ABOVE INFORMATION BE AS 
CLOSELY HELD AS POSSIBLE AND NOT BE DIVULGED TO 
ANY POSSIBLE COMPETITORS. 

TOUSSAINT 
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